The purpose of this study is to analyze the influence of the dynamic business environment, the type of the company's business strategy, external labor flexibility, and internal labor flexibility on the firm performance. The unit of analysis in this study is the company, i.e. the companies in the telecommunications sector in Indonesia. This study uses primary data, through the distribution of questionnaires. Statistical technique used is partial least squares structural equation method (PLS-SEM). The findings suggest that the implementation of labor flexibility is important for the company to compete more efficiently in the market, but the implementation should match the company's goal. Moreover, to achive the best firm performance, the company may implement both types of labor flexibility, however the implementation of internal labor flexibility should have higher priority.
INTRODUCTION
The Indonesian Telecommunications Industry has a high level of competition. Until the year of 2014, Indonesia has eight telecommunication companies and dozens of companies associated with the telecommunications industry. These companies operate and compete in the market with a penetration rate of mobile subscribers of 125% by the end of 2013 (GSMA Intelligence, 2014) .
The telecommunication companies must continue to innovate both in product/service creation and in the implementation of marketing strategies.
In addition to the market conditions, changes in technology is also happening very frequently in the industry. For instance, the change of technology in the mobile phone business, ranging from 2G (second generation), known in the era of the late 90's, followed by the release of 3G technology further explains that the rate of return on average can be obtained when the company is able to effectively learn the external environment as a basis to identify the attractive industry, and then implement the appropriate strategy (Ireland, Hoskisson & Hitt, 2013 ).
The company must have an effective strategy, which integrates the ability to predict the future as well as to react to unexpected events (Mintzberg et al., 1998) . Companies that develop and/or acquire internal expertise to implement their strategy (as required by the external environment) is likely to succeed, while those that do not do so tend to experience failure (Ireland, Hoskisson & Hitt, 2013) .
In order to develop the organization's capability, every company needs to consider the four key-success-factors, namely human resources (HR), work processes, organizational structures, and technology (Davenport, 1999) .
The implementations of HR and organizational strategies are important to the successful implementation of the company's business strategy (Davenport, 1999 , Boudreau, 2007 . The organization must also change in order to respond to the market demand which is determined by changes in the environment. Therefore, the need for flexibility (in general) and the flexibility of human resources (in particular) will be higher in a dynamic business environment (Grant, 1996 in Bhattacharya, 2000 .
The flexibility in the application of HR policies and systems of work, will affect the effectiveness of the company's human resources system, which in turn will affect the commitment, performance and productivity of employees, and ultimately can affect the performance of the company (Tracey, 2013 , Whitener, 2001 ).
There are two dimension of HR flexibility, namely flexibility of labor source and flexibility of labor coordination (Wright and Snell, 1998) .
The researchers agree that based on the facts, practices and HR policies should be related to each other (Baird and Meshoulam, 1988; Becker and Gerhart, 1996; Huselid, 1995) . It means that the effect of HR practices on firm performance can vary greatly depending on the implementation of other types of practice.
There are still some gaps in labor flexibility that remain unexplained in previous studies. The purpose of labor flexibility is to reduce operating costs and/or increase the ability of the company's flexibility (Sanchez et al., 2007) , however some literature discusses the problems in its application.
Problems in external labor flexibility include quality and productivity of the contract employee, conflicts between contract and non-contract employees, low commitment of the contract employees, and conflicts between management in the companies with company's unions. The implementation of internal labor flexibility also has some potential problems, although it is not as much as external labor flexibility. Therefore, instead of improving the company's performance, labor flexibility may also weaken the company's ability to implement its competitive strategy.
According to Blyton and Morris (1992) The remaining of the paper is organized as follows.
Section 2 presents the proposed conceptual model, hypothesis and research methodology, followed by results and discussion in Section 3, managerial implications in Section 4, and conclusion and recommendations in Section 5.
METHODS
The purpose of this study is to analyze the effect of the dynamic business environment and the type of business strategy on the firm performance through the mediation of external and internal labor flexibilities. The conceptual model has two independent variables, which are dynamic business environment and the type of business strategy, and then three dependent variables, which are external labor flexibility, internal labor flexibility and firm performance (see Figure 1 ).
The company must be able to adapt to changing business environment, therefore companies need an effective strategy, including flexibility.
HR flexibility plays an important role in increasing the company's capacity to operate effectively in a competitive environment dynamism (Dess and Beard, 1984; Simerly and Li, 2000, in Tracey, 2013 Previous research discusses the influence of a dynamic business environment on labor flexibility, and some of them conclude that due to dynamic business environment, the benefit of outsourcing implementation is increasing (Giley and Rasheed, 2000) . Other studies have also suggested that a dynamic business environment is significantly associated with the outsourcing implementation (Sanchez et al., 2007) . Therefore, we hypothesize that:
Hypothesis 1: Dynamic business environment has a significant influence on the external labor flexibility.
Hypothesis 2: Dynamic business environment has a significant influence on the internal labor flexibility. Michie and Sheehan (2001) explain that the company's business performance will increase when there is a fit between business strategy and human resources. All the policies and practices of human resources should be consistent with the corporate strategy (Miles and Snow, 1978) .
Furthermore, Schuler and Jackson (1987) in Michie and Sheehan (2001) , link the three types of competitive strategy (Porter, 1985) with the labor behavior, and human resource practices that must be implemented by the company.
Several studies conclude that out of the three types of generic strategies, the cost leadership strategy is the one that has significant influence on the intensiveness of outsourcing implementation (Sanchez et al., 2007) . Moreover, cost leadership strategy increase the positive influence of outsourcing (of non-core activities) to firm performance. Therefore, our third hypothesis is:
Hypothesis 3: The type of business strategy has a significant influence on external labor flexibility.
Berg (2008) The company has full control of distribution channels
The company does massive advertising activities.
Focus strategy
The company provides services in a particular target area
The company is able to make special products The company's products are in the high-end market segment
The company is focusing on customer service
External labor flexibility
External numerical flexibility
The company uses temporary contract employees
The company uses a contract employee for a certain time period
The company uses part-time employees
The company uses on-call employees
Outsourcing
The company outsource supporting activities
The company outsource technology-related activities
The company outsource operational activities
The company outsource marketing, sales and customer service activities
Internal labor flexibility
Internal numerical flexibility
The company implements overtime
The company operates a policy of working time flexibility
The company has a policy of workload reduction
The company applies work distribution
Functional flexibility
The employees have a variety of skills that can be used for various jobs
The company is able to meet the demand for new skills through training program or internal recruitment
The company may assign an employee for a new job when needed Each employee is encouraged to contribute for the company's success Performance Growth in operating revenues
Operating profit margin
Operating profit per employee The company's market share compared to its competitors'
The company's overall performance and success we use a 6 (six) Likert scale, with answers ranging from strongly disagree to strongly agree. In order to measure the external numerical flexibility and outsourcing, on the other hand, we provide 2 options of answers: 1 (one) for ''NO'' and two (2) for ''YES''.
The data processing is conducted in several stages.
Firstly, a pretest is conducted with 20 respondents, then the collected data is processed using SPSS.
The pre-test results is used to improve the quality of the questionnaire that will be used for data collection. Data processing using cluster analysis is then conducted for the purpose of classifying all respondents based on the business strategy.
Partial least square structural equation method (PLS-SEM) is then used to analyze the data as it
can be used on any kind of data scale (nominal, ordinal, interval and ratio) and has more flexible assumption terms (Yamin and Kurniawan, 2011) , in addition, PLS-SEM can be used to estimate the path model of a small sample (Chin and Newsteed, 1999 in Yamin and Kurniawan, 2011) . The number of samples that can be used in PLS is at least 30 to 100 samples (Yamin and Kurniawan, 2011) . We use Smart PLS 2.0 M3 to process the data.
RESULTS AND DISCUSSION
Out of 91 questionnaires sent by email, 67 questionnaires are returned. However, only 62 questionnaires are considered valid to be used and processed in further stages of the research.
The respondent profile shows that the majority of respondents are employees of the company which has been established for more than 10 years, with a headcount of more than 2,000 people, and they have been with the company for more than 5 years. Therefore, the strong corporate culture is already attached to the employees, and the impact of this condition is that they tend to resist the external labor, and think that the development of internal labor should be the main focus to adapt to the changing business environment.
Furthermore, the results also show that Hypothesis Valverde (2000), Gilley & Rasheed (2000) , and Sanchez at al. (2007) which concluded that the implementation of the external labour flexibility has insignificant effect on firm performance). This is due to problems in the use of external labor, such us problems in quality and productivity, the potential conflict with the internal labor, and also the lack of commitment. Furthermore, the employment system in Indonesia considers labor force as a commodity instead of an instrument of production, and therefore they are not protected by the authorized institution to avoid the exploitation practices. This condition affects the productivity of labor and ultimately the performance of the company.
It can also be seen that Hypothesis 6 is supported by data. These results are consistent with several previous research (such us Sanchez et al. (2007) , which concluded that the internal labor flexibility (both functional and internal numerical flexibility have a positive impact to firm performance). In order to help employees to be able to perform in different tasks and functions, the company need to provide trainings and job rotations. The implementation of these practices will result in benefits for both employees and the company.
From the employees' perspective, they can improve the individual capability and performance, while for the company, they have employees who posses multi-skills that are ready to face rapid changes in the business situation.
MANAGERIAL IMPLICATIONS
The results can be used as a guidance for decision making related to human resources strategy to respond to changes in business environment, and to support the chosen business strategy implementation in achieving the targeted company performance.
The motivation behind labor flexibility implementation is mainly the need to compete more efficiently in the market, either to survive or to improve the market positioning (Tjandraningsih, 2008) . However, the management team must be able to formulate the strategy to achieve vision and mission as it plays an important role in determining the company's focus and objectives. Clear focus and objectives help the company to synchronize its business strategy with operational strategy so that the developed policy can support the strategy effectively.
Furthermore, the implementation of labor flexibility needs to be tailored according to what the company needs, which is to anticipate changes in the business environment and also to support the implementation of the company's business strategy. In terms of the problem in determining the type of labor flexibility, companies can implement both types of flexibility, however prioritizing the implementation of internal labor flexibility will have a more significant effect on the firm performance.
In the case whereby the company has low-skilled contract workers, the company should give proper labor rights and avoid exploitation, so that the gap between permanent and contract workers is not that high and contract workers' motivation is maintained. In other case, in which the company has foreign workers/consultants, the company should ensure that the transfer of knowledge takes place so that the internal labor's compentency is increased that leads to better company performance. 
CONCLUSION

